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ECONOMIC INDICATORS 


All values are in million US$ unless otherwise stated. 
EC$1.00 = USS .50-.54 (Rate reflects US dollar float and devalua- 
tion in 1971 as well as Sterling float in 1972) 


P = Provisional E = Estimate 





Item 1969 1970 1971* 1972 





INCOME , PRODUCTION, EMPLOYMENT 


GDP at Current Prices 118.5 139.4 255, 1 Noa. 
GDP at Constant (1965) Prices 96.5 104.3 113.9 « 

Per Capita GDP, Current Prices 467.2 578.1 US600 E ee 
Avg. Weekly Wage n.a. n.a. US 30.00 US35.00 
Sugar Production 

Total Sugar Crop (000 long tons) 139 154 134 111 


MONEY AND PRICES 


Money Supply - December 32.5 33.4 36.1 n.a. 
Demand Deposits 24.5 22.6 25.0 
Retail Price Index - December 
(Oct. 1965 = 100) 122.4 133.6 147.1 159.,8** 
Public Debt Outstanding - 
March 3lst. ST a 30.9 31.5 37.1P 
Domestic 14.6 18.0 Zico 26.7P 
External 12.9 12.9 2054 10,4P 
Debt Service Ratio as % of 
total Revenue 6.7 7ot 740 7.0E 


FOREIGN TRADE 


Total Exports (F.O.B.) 37.1 39.9 39.9P n.a. 
Exports to U.S. 8.3 7.8 5.1" " 
Total Imports (C.I.F.) 97.3 137.5 135.5" e 
Imports from U.S. (C.I.F.) 21.8 24.4 26.0P 
Main Imports from U.S. - 
Machinery and Transport Equipment 7.8 9.3 8.8" " 
Manufactured Goods 4.1 4.7 4.2" " 
Food 4.0 4.3 5.2" ai 
Miscellaneous Manufactured Goods 3.0 3.4 4.2" " 
Chemicals 1.2 Les 4.2" - 
TOURISM 
Total Tourist Arrivals (persons 
not via cruise ship) in 
thousands ) 134,303 156,417 187 , 7OOP * 
U.S. Tourist Arrivals (persons 
not via cruise ship) 49 ,265 57,119 n.a. . 


* Rate used EC$1.00 = US$.52 
** September 1972 





BARBADOS 
SUMMARY 
Basic Data: 
Area: 166 Square Miles’ Chief Export: Sugar Products 
Population: 240,000 Imports From US: $26 Million 
Per Capita GDP: US$600 Est. Principal Industry: Tourism 
Uneemployment: 13-15% Est. Secondary Industry: Light Mfr. 


Despite its small size and lack of resources, Barbados achieved 
an average economic growth rate in real terms of about 7% from 
1967-76. Most of the growth was the result of the expansion of 
tourism since the Island has experienced a secular trend of de- 
clining sugar production, the Island's chief export. However, 
since 1969 tourism has grown at a lesser rate, sugar production 
has declined to new lows, the adverse trade balance has widened, 
and the problem of inflation has become more serious. Conse- 
quently, it is doubtful if the economy showed any real growth 
in 1971, and 1972 prospects are comparable. Economic performance 
may improve in 1973 if sugar production recovers and inflation 
can be controlled. 


The Government's efforts to diversify economically have been 

only marginally successful in agriculture but considerably 

better in industry. Because of the high rate of unemployment, 
the primary effort has been to attract labor intensive industry. 
Prime Minister Barrow's re-election in 1971 has meant a continua- 
tion of this policy to encourage foreign investment, with 
emphasis on Barbadian participation and employment of Barbadians 
in middle and top management positions. Although wage rates 

will continue to climb, the wage differential for labor intensive 
industry will remain lower than in the US. 


The US share of Barbados' import market fell slightly in 1971 
to 18%, and US exports are still adversely affected by Common- 
wealth preferential arrangements. As efforts at regional 
economic integration are continued by the Caribbean Free Trade 
Association members, US firms will face increasing competition 
from intra-regional trade unless the firm is located in one of 
the member countries. 
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PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


Although 1971 GDP in current prices increased by about 7% to 
EC$298.4 million, this was slightly less than half the 1970 
increase. In real terms, the growth rate appears to show 
little or no gain in comparison with the 1970 growth rate of 
8-9%. With a 10% cost of living increase, it is likely that 
1971 per capita income in real terms also fell. The economic 
slowdown resulted from the lowest sugar vroduction in a decade, 
only a slight increase in tourist expenditures, an expanding 
adverse trade balance, and a steady rise in the cost of living. 
little change in these trends is expected in 1972 although 1973 
economic prospects may improve if sugar production increases 
sufficiently. 


l. Agriculture 


Although agriculture's contribution to GDP continues to decline 
(from 14.5% in 1970 to 12.8% in 1971), sugar remains the island's 
principal export. Almost all the production is absorbed by the 
UK under the term of the Commonwealth Sugar Agreement, which 
expires in 1974. Despite a partial recovery in 1970, sugar pro- 
duction in 1972 declined to 111,000 tons compared to 134,000 in 
1971. Some improvement is exvected in 1973 with production 
estimated at anywhere from 120,000 to 150,000 tons. The in- 
dustry has made strenuous efforts to mechanize and consolidate, 
and now overates 12 factories compared to 23 in 1960. Even so, 
it remains a high cost industry and continuation of a protected 
market remains a vital factor to the economy. The 1974 expira- 
tion of the Commonwealth Sugar Agreement, the International 

Sugar Agreement, and the US Sugar Act, will make negotiations 
critical for the West Indies Sugar Association, of which Barbados 
is a member, if the industry is to maintain its preferential 
arrangements, and UK entry into the EEC has intensified WISA 
efforts to come to terms with the EEC. 


The Government's agricultural diversification program has been 
marginally productive although there has been some success with 
yams, onions, and carrots, and instant yams are now being test 
marketed in London. The Government-owned Barbados Marketing 
Corporation has recently assumed a greater role in coordinating 
the marketing of local produce and imported foodstuffs. The 

BMC has been made the sole importer of a varietv of agricultural 
products, and has also improved its facilities for hetter 
collection and distribution of local products. 


2. Tourism 


Tourism is now the main source of foreign exchange earnings, 
although with its high import component, it is estimated that 
as much as 40% of tourist expenditures finance imports. The 





number of tourists in 1971 increased by 20% above 1970 

to 187,000, but tourist expenditures are estimated to 

have increased by only 3.4%. The fact that the number 

of tourists in July-September almost equalled the December- 
February figures confirms the success of the GOB Tourist 
Board to attract the off-season tourist. Much of the 
increase was due to larger numbers of charters and package 
tours, and the large hotels especially benefited from the 
new business. However, cultivation of the "package" 
tourist has also meant a lower rate of increase in tourist 
expenditures; the average visit is shorter and the indivi- 
dual spends less with consequent adverse effect on local 
business sales. 


Although most visitors come from the US, UK, and Canada, the 
Tourist Board continues to expand its efforts to attract 
European business, and International Caribbean Airways, the 
Barbadian registered airline, which flies bi-weekly to 
London and Luxembourg, has established promotional offices 
in various European cities. Nevertheless, low air fares 
between the US and Europe are of increasing concern to 
Barbados. In addition, it is not yet clear whether the 
initial adverse impact of the 1971 US devaluation on the 
American tourist has since been eliminated by subsequent 
currency realignments. The Barbados tourist industry will 
continue to grow but at a slower rate than during 1966-68. 


3. Trade 


Continuing the trend of the past five years, Barbados' trade 
deficit again increased in 1971 to EC$184 million. This 
adverse balance has been mainly financed by tourism receipts 
and unidentified capital inflows. Exports have been in 
virtual stagnation, primarily due to falling sugar production, 
and totalled EC$76.8 million in 1971, EC$2 million less than 
in 1970. Imports increased by approximately 10% to EC$235 
million, about half the 1970 rate of increase. The increases 
were due mainly to food imports which increased 12% to EC$57.8 
million, mineral fuels and lubricants which rose 50% to 
EC$18.2 million, and manufactured goods. The pattern of trade 
showed little change; the UK share of the market was 28%, 
Canada 10%, the US 18.8% and CARIFTA 12%. The principal 
difference is the steady growth of intra regional trade 
between the members of the Caribbean Free Trade Association, 
of which Barbados is a member. Barbados' imports from 
CARIFTA increased 23% in 1971 to EC$32.1 million. The 
expansion was mainly due to increased imports of petroleum, 
cement, and other manufactured goods from Trinidad and 

Tobago, lumber and rice from Guyana, and manufactured goods 
from Jamaica. CARIFTA trade now accounts for 25% of total 








trade, compared to 14% in 1970. The Barbados Government 
has sought to encourage this trade by exempting goods 
from CARIFTA countries from increased duties imposed in 
the 1972 budget. 


4. Industry 


The Government's industrial diversification program has 

been considerably more successful than that in agriculture. 
This commitment to broaden the economic base is reflected 

in the adoption of tax incentive legislation, primarily 

the Industry Incentives Act of 1963 and the Export Industries 
Act of 1969. To implement this program the Barbados In- 
dustrial Development Corporation operates 8 industrial parks, 
builds or leases factory space at reduced rates, and makes 
promotional tours to the US, Canada, and Europe. In 
addition, the Barbados Development Bank extends special 
credit facilities. 


Because of the high rate of unemployment, the primary aim 

is to attract labor intensive industry and to provide about 
1,000 new jobs a year. There are now about 150 manufactur- 
ing firms in Barbados, of which approximately 30 are US, 
employing 8-9,000 workers including cottage workers. Types 
of industry recently established include manufacturers of 
electronic components, switchboard assembly, playing cards, 
textiles, toys etc. Ten new firms were established in 1971; 
to date in 1972 six have been established, of which two are 
US owned. The Government can be expected to continue its 
program to attract light industry although rising wage rates 
may make Barbados less competitive compared to other areas 
seeking labor intensive investment. 


S. Banking and Credit 


Although the Central Bank was established in May, 1972, there 
has as yet been little or no regulation of the operation of 
the banking system, which consists of seven foreign commercial 
banks - 3 Canadian, 1 British, and 3 American - and the 
Barbados Savings Bank. The banks are governed by the Banking 
Act of 1963, which does not require incorporation in Barbados, 
minimum reserve requirements, or the holding of local assets. 
Although the interest rate is set by statute, the commercial 
banks may charge rates above 8%, and the prime rate usually 
responds to changes in the UK bank rate. The currency is the 
East Caribbean Dollar, which is issued by the East Caribbean 
Currency Authority, of which Barbados is a member, and 
circulates in Commonwealth areas in the Eastern Caribbean. 
However, Barbados is expected to have its own currency within 


the next 9-12 months, and is negotiating its withdrawal 
from the ECCA. When this takes effect, the Central Bank 
can be expected to take a more active part in the regula- 
tion of the banking system. 


Reflecting the economic slowdown, currency and deposits 
continued to increase but at a slower rate, and domestic 
credit reflected the same pattern. More than one-third of 
the credit has been for consumer goods, which are mainly 
imported, and this demand has been of increasing concern 
to government authorities. Rising inflation and expanding 
imports will probably mean more government regulation of 
consumer credit. 


6. Cost of Living 


The 1971 cost of living increased 10% and the 1972 retail 
price index rose to 159.8 in September, an 8-9% increase 
since December 1971. The 1971 increases were particularly 
marked in food and beverages, which rose by 14.5%, house- 
hold operation and furnishing, which increased 7%, and 
clothing, which rose 25%. Although price controls have 
existed for a number of years on a wide variety of products, 
they are principally directed toward regulating the dis- 
tributors' profits rather than stabilizing the price level, 
much of which reflects the cost of imports. Additional 
upward pressures on prices can be expected as the Government 
increases its protection of domestic food industries. With- 
out additional controls, price increases will continue with 
consequent adverse impact on GDP growth. 


Wages 


In addition to rising prices, wage rates have steadily 
climbed, not only in response to price increases but also due 
to the more militant stance of the Barbados Workers Union, 
which is pressing for a minimum wage of EC$1.00 per hour and 
a 40-hour week. To enforce its demands, the union has in- 
creased the number of work stoppages including dock strikes 
in both 1971 and 1972. Although there is a very wide range 
of average weekly wages, according to a Ministry of Labor 
survey the 1971 average rate for all groups was EC$51.00,a 22% 
increase since 1970. However, much of this increase may 
reflect the fact that most contracts are for 3-year period, 
with the bulk of the increases occurring in the first year. 
Wage agreements during 1971-72 have provided increases over 

a 3-year period ranging from 28% to 42%; examples are the 
Sugar Producers and the Telephone Company, 28%; the hotel 
industry, more than 30%; Light and Power Company, 353%; 

Purity Bakeries, 42%. Until the Government adopts an income 
policy and implements it with appropriate legislation and 
controls, wage rates will continue to rise. 











PART B. IMPLICATIONS FOR THE UNITED STATES 
Trade 


The US, share of imports fell slightly to 18.8% in 1971 
compared to 21% in 1970. Although imports from the UK 

and Canada showed a slight increase, their share of the 
market also fell to 38% in 1971 compared to 44% in 1970. 
The major change in the trade pattern was the expansion 

in intra-regional trade, which accounted for 25% of total 
trade in 1971 as opposed to 14% in 1970. US products not 
only face higher duties than Commonwealth goods, but the 
increased competition from CARIFTA. United States ability 
to gain a larger share of the market will also be affected 
by the UK's joining the EEC, and to what extent reverse 
preferences are continued. However, even if the Common- 
wealth preference system should be eventually phased out, 
US competitiveness will be countered by rising Caribbean 
"regionalism" reflected in CARIFTA countries. 


Investment 


Because of its pressing unemployment problem, Barbados can 
be expected to continue its efforts to attract foreign 
investment through the Industrial Development Corporation, 
which has overseas offices in New York and Toronto. Barbados' 
combination of political stability, tax incentive legisla- 
tion, and low wage rates will continue to be attractive to 
labor intensive industry. Although wage levels in the 
manufacturing sector (about EC$25 per week) are lower than 
most of the other sectors, expanded union activity will 
undoubtedly result in increases, although still well below 
US levels. However, it is possible that increased union 
militance may make Barbados seem less attractive than other 
areas seeking labor intensive investment. 


When Barbados gets its own currency in the next 9-12 months, 
the Central Bank can be expected to take a more active part 
in regulation of the banking system. The Government will 
continue its emphasis on more control of economic activity, 
including selection of foreign investment and more partici- 
pation of Barbadians in middle and top management positions. 
Work permits may become increasingly difficult to get unless 
there is clear evidence that the skill is not available 
locally and that a Barbadian will ultimately be trained to 
do the job. Enforcement of these regulations has recently 
been strengthened. Several well known local companies have 
sold shares on the local market, and foreign firms may even- 
tually be required to have Government or local participation. 
Maximum "Barbadianization" is the best safoguaye of a US 
investment. 
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